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Separate paging Is given to this Part in order that It may be filed 
as a separate compilation 


LOK SABHA 


The following Bills wer e introduced in Lok Sabha on the 3rd March, 

1992: — 


Bill No. 31 op 1992 

A Bill to amend the Pviblic Liability Insurance Ac/ t 1991. 

Be it enacted by Parliament in the Forty-third Year of the Republic 
of India aa follows: — 



1. (/) This Act may be called the Public Liability Insurance 
ment) Act, 1992. 

(Amend- 

Short 

title 

and com¬ 


(2) It shall be deemed to have conic into force on the 31st 
January, 1992. 

day of 

mence¬ 

ment. 

6 of 1991. 

2. In section 2 of the Public Liability Insurance Act, 1991 
after referred to as the principal Act),— 

(herein- 

Amend¬ 
ment of 
section 2, 


(i) for clause (a), the following clause shall be substituted, 


namely: — 

(a) “ accident” means an accident involving a fortuitous 
or sudden or unintended occurrence while handling any hazar¬ 
dous substance resulting in continuous or intermittent or repeated 
exposure to death of, or injury to, any person or damage to any 
property but does not include an accident by reason only of war 
or radio-activity;’; 


( 1 ) 
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(ii) for clause (g), the following clause shall be substituted, 
namely:— 

‘(g) “owner” means a person who owns, or has control over 

handling, any hazardous substance at the time of accident and 

Includes,— 

(0 in the case of a firm, any of its partners; 

(ii) in the case of an association, any of its members; 
and 

(iii) in the case of a company, any of its directors, 
managers, secretaries or other officers who is directly in 
charge of, and is responsible to, the company for the conduct 
of the business of the company;’; 

(iii) after clause (h), the following clause shall be inserted, namely:— 

‘(ha) “Relief Fund” means the Environmental Relief Fund 

established under section 7A;\ 

3. In section 4 of the principal Act, after sub-section (2), the follow¬ 
ing sub-sections shall be inserted, namely:— 

‘(2A) No insurance policy taken out or renewed by an owner 
shall be for an amount less than the amount of the paid-up capital of 
the undertaking handling any hazardous substance aud owned or 
controlled by that owner, and more than the amount, not exceeding 
fifty crorc rupees, os may be prescribed. 

Explanation.—For the purposes of this sub-section, “paid-up 
capital means, in the case of an owner not being a company, the 
market value of all assets and stocks of the undertaking on the date 
of contract of insurance, 

(2B) The liability of the insurer under one insurance policy 
shall not exceed the amount specified in the terms of the contract of 
insurance in that insurance policy. 

(2C) Every owner shall also, together with the amount of pre¬ 
mium, pay to the insurer, for being credited to the Relief Fund 
established under section 7A such further amount not exceeding the 
sum equivalent to the amount of premium, as may be prescribed. 

(2D) The insurer shall remit t 0 the authority specified in sub¬ 
section (3). of section 7A the amount received from the owner under 
sub-section (2C) for being credited to the Relief Fund in such manner 
and within such period as may be prescribed and where the insurer 
falls to so remit that amount, it shall be recoverable from the insurer 
as arrears of land revenue or of public demand-’. 

4. In section 7 of the principal Act, 

(a) for sub-section (3), the following sub-section shall be substi¬ 
tuted, namely: — 

"(3) When an award is made under this section— 

(a) the Insurer, who is required to pay any amount in 
terms of such award and to the extent specified in sub-section 


Amend¬ 
ment of 
aection 4. 


Amend¬ 
ment of 

section 7, 



? of 1908, 
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(2 B) of section 4, shall, within a period of thirty days of the 
dale of announcement of the award, deposit that amount in 
such manner as the Collector may direct; 

(b) the Collector shall arrange to pay from 'he Relief 
Fund, in terms of such award and in accordance with the 
scheme made under section 7A, to the person or persons 
referred io in sub-section (2) such amount as may be specified 
in that scheme; 

(c) the owner shall, within such period, deposit such 
amount in such manner as the Collector may direct.”; 

(b) after sub-section (7), the following sub-seciion shall be 
inserted, namely:— 

“ (3) Where an owner is likely to remove or dispose of his 
properly with the object of evading payment bv him of any 
amount of the award, the Collector may, in accordance with the 
provisions of rules 1 to 4 of Order XXXIX of the First Schedule 
to the Code of Civil Procedure, grant a temporary injunction 
to restrain such act.”, 

5. After section 7 of the principal Act, the following section shall be 
Inserted, namely: — 

“7A. ( 1 ) The Central Government may, by notification, establish 
a fund to be known as the Environmental Relief Fund. 

(2) The Relief Fund shall be utilised for paying, in accordance 
with the provisions of this Act and the scheme made under sub¬ 
section (3), relief under the award made by the Collector under 
section 7. 

(3) The Central Government may, by notification, make a 
scheme specifying the authority i n which the Relief Fund shall vest, 
the manner in which the Relief Fund shall be administered, the 
form and the manner in which money shall be drawn from the 
Relief Fund and for all other matters connected with or incidental to 
the administration of the Relief Fund and the payment of relief 
therefrom.”. 

6. In section 14 of the principal Act, in sub-section (/), for the words, 
brackets and figures, “sub-section (1 ) or sub-section (2)", the words, brac¬ 
kets, figures and letters “sub-section (/) or sub-section (2) or sub-section 
(2A) or sub-section (2C)” shall be substituted. 

7. In section 23 of the principal Act,— 

(a) in sub-section (2),—- 

(;) clause (a) shall be re-lettered as clause (ac ); 

(ii) before clause (ac), as so re-lettered, the following clauses 
shall be Inserted, namely:— 

“(a) the maximum amount for which an insurance policy 
may be taken out by an owner under sub-section (2A) of sec¬ 
tion 4; 


Insertion 
of new 
section 7A. 

Establish¬ 
ment of 
Environ¬ 
mental 
Relief 
Fund. 


Amend¬ 
ment of 
section 
14. 


Amend¬ 
ment of 
section 
23. 
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Repeal 

and 

saving. 


(aa) the amount required to be paid by every owner for 
being credited to the Relief Fund under sub-section (2C) of 
section 4; 

(ab) the manner m which and the period within which 
the amount received from the owner is required t 0 be re¬ 
mitted by the insurer under sub-section (2D) of section 4;”; 

(b) in sub-section (3), for the word “rule”, wherever it occurs, 
the words “rule or scheme” shall be substituted. 

8. (/) The Public Liability Insurance (Amendment) Ordinance, 
1992 is hereby repealed. 

(2) Notwithstanding such repeal, anything done or any action taken 
under the principal Act, as amended by the said Ordinance, shall be 
deemed to have been done or taken under the principal Act, as amended 
by this Act. 


Orel. 

6 of 1992. 
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STATEMENT OF OBJECTS AND REASONS 

The Public Liability Insurance Act, 1991 was enacted with the 
object of providing immediate relief to the victims of accidents that might 
occur while handling hazardous substances. The owner who has control 
over handling hazardous substances is required under the Act t 0 pay 
specified amounts to the victims as interim relief based on no fault lia¬ 
bility. It is mandatory for every owner handling hazardous subsLances to 
Lal.e out insurance policies for the purpose. 

2. The aforesaid Act could not, however, be implemented on account 
of the insurance companies not agreeing to give insurance policies for 
unlimited Lability of the owners. It was, therefore, felt that the liabi¬ 
lity of the insurance companies should be limited to the amount of the 
Insurance policy, though the owner’s liability shall continue to be un¬ 
limited under the Act. It was considered appropriate to create an En¬ 
vironmental Relief Fund with the additional money collected from the 
owners having control over handling of hazardous substances. This fund 
would be used to meet the requirement of providing immediate relief to 
the victims. The minimum and maximum limits of the insurance amount 
in an insurance policy also needed to be specified for ensuring payment 
of adequate relief- Certain definitions were also to be suitably modified 
to make the meaning more explicit. It was felt necessary to prevent 
any transfer of property by the owner in case he intended to do so for 
evading his liability to pay compensation. 

3. To achieve the above objective, the Public Liability Insurance 
(Amendment) Ordinance, 1992, was promulgated by the President on 
31st January, 1992 as the owners handling hazardous substances had to 
take insurance policies by 31st March, 1992. 

4. The Bill seeks to replace the said Ordinance and to achieve the 
aforesaid objects. 


New Delhi ; 

The 17 th February, 1992. 


KAMAL NATH. 
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MEMORANDUM REGARDING DELEGATED LEGISLATION 

Clause 5 of the Bill seeks to empower thie Central Government to 
make a scheme with respect to the Environmental Relief Fund. 

2. Clause 7 empowers the Central Government to prescribe the 
maximum amount of an insurance policy, the amount required to be paid 
by an owner to the Relief Fund and the manner in which and the period 
within which the money as collected is to be remitted to the Relief Fund 
by the insurer, 

3. The matters in respect of which the Central Government has 
been empowered to make a scheme and rules relate to matters of proce¬ 
dure and detail. The delegation of legislative power is, therefore, of 3 
normal character. 
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Bill No, 36 of 1992 

A Bill further to amend the Governors (Emoluments, Allowances and 

Privileges) Act, 1982. 

Be it enacted by Parliament in th e Forty-third Year of the Republic 
of India as follows: — 

1. (1) This Act may be called the Governors (Emoluments, Allowances 
and Privileges) Amendment Act, 1992. 

(2) It shall be deemed to have come into force on the 1st day of 
June, 1988, 

2. In section 3 of the Governors (Emoluments, Allowances and Privi¬ 
leges) Act, 1982, in the proviso, in clause (a),— 

(a) in sub-clause (u), for the word “and”, occurring at the end, 

the word “or” shall be substituted; 


Short 

title. 

and com¬ 
mence¬ 
ment. 


Amend¬ 
ment of 
section 3 of 
Act 43. 
of 1982. 


(b) sub-clause (tit) shall be omitted. 
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STATEMENT OF OBJECTS AND REASONS 

Suction 3 of the Governors (Emoluments, Allowances and Privileges) 
Act, 1982 (43 of 1982) provides that there shall be paid to every Gover¬ 
nor emoluments at the rate of Rs. 11,000/- per mensem. Clause (a) of 
the proviso of this section also provides that if a Governor, at the time 
of his appointment, is in receipt of a pension (other than disability or 
wound pension) in respect of any previous service under the Govern¬ 
ment of India or any of its predecessor Governments or under the Gov¬ 
ernment of a State or any of its predecessor Governments, his emolu¬ 
ments shall be reduced,— 

(i) by the amount of that pension; and 

(Ii) if he has, before such appointment, received in lieu of a 
portion of the pension due to him in respect of such previous service 
the commuted value thereof, by the amount of that portion of the 
pension; and 

(iii) if he has, before such appointment, received a retirement 
gratuity in respect of such previous service, by the pension equiva¬ 
lent of that gratuity. 

2. The Government of India in the Ministry of Personnel Public 
Grievances and Pensions have issued orders to the effect that the pen¬ 
sion equivalent of gratuity may not be deducted while fixing the pay of 
re-employed pensioners. The Ministry of Finance have also issued orders 
that the pension equivalent of gratuity will not be taken into account 
while fixing the initial pay of retired Judges of the High Courts and 
Supreme Court appointed to Committees or on Commissions. These 
orders have been made effective from the 1st June, 1988. 

3. The Bill seeks to amend the Governors (Emoluments. Allowances 
and Privileges) Act, 1982 to allow the benefit of not deducting pension 
equivalent of gratuity from the emoluments payable to Governors. 
According to the amendments proposed in the Bill, Governors who had 
received retirement gratuity in respect of previous service would be 
benefited. 

4. The Bill seeks to achieve the above object. 


New Delhi; 

The 2]st February, 1992. 


S. B. CHAVAN 
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Bill No. 37 of 1992 

A Bill to provide for the establishment of a Board to protect the interests 
of investors in securities and to promote the development of, and to 
regulate , the securities market (l nd for mailers connected therewith 
O'/' incidental thereto. 

Be it enacted by Parliament in the Forty-third Year of the Republic 
of India as follows:— 


CHAPTER I 
Preliminary 

1. (1) This Act may be called the Securities and Exchange Board of 
India Act, 1992. 

(2) It extends to the whole of India. 

(3) It shall be deemed to have come into force on the 30th day o£ 
January, 1992. 

2. (1) In till i s Act, unless the context o'. I ter wise r. pi ire:,— 

(a) “Board” means the Securities and Exchange Board of India 
established under section 3; 


‘■Short 
title, 
extent 
and com¬ 
mence¬ 
ment. 


IVflni- 

Lons. 



10 


THE GAZETTE OF INDIA EXTRAORDINARY 


[Part IT— 


Estab¬ 
lishment 
and incor¬ 
poration 
of Board. 


Manage¬ 
ment of 

the Board 


(b) “Chairman” mean:'. th e Chairman of the Board; 

(c) "existing Securities and Exchange Board” means the Secu¬ 
rities and Exchange Board of India constituted under the Resolution 
of the Government of India in the Department of Economic Affairs 
No. l(44)SE/86, dated the 12th day of April, 1988; 

(d) “Fund” means the Fund constituted under section 14; 

(e) “member” means a member of the Board and includes the 
Chairman; 

(/) “notification” means a notification published in the Official 
Gazette; 

(g) “prescribed” means prescribed by rules made under this 

Act; 

(h) “regulations” means the regulations made by the Board 
under this Act; 

(i) “securities” has the meaning assigned to it in section 2 of 
the Securities Contracts (Regulation) Act, 1956. 

(2) Words and expressions used and not defined in this Act but 
defined in the Capital Issues (Control) Act, 1947, or the Securities Con¬ 
tracts (Regulation) Act, 1956 shall have the meanings respectively 
assigned to them in those Acts. 


CHAPTER II 

Establishment of the Securities and Exchange Board of India 

3. ( 1) With effect from such date as the Central Government may, by 
notification, appoint, there shall be established, for the purposes 0 f this 
Act, a Board by the name of the Securities and Exchange Board of India. 

(2) The Board shall be a body corporate by the name aforesaid, having 
perpetual succession and a common seal, with power subject to the pro¬ 
visions of this Act, to acquire, hold and dispose of property, both 
movable and immovable, and to contract, and shall, by the said name, 

sue or be sued- 

(3) The head office of the Board shall be at Bombay. 

(4) The Board may establish offices nt other places in India. 

4. (1) The Board shall consist of the following members, namely; — 

(a) a Chairman; 

(b) two members from amongst the officials of the Ministries 
of the Central Government dealing with Finance and Law; 

(c) one member from amongst the officials of the Reserve Bank 
of India constituted under section 3 of the Reserve Bank of India 

Act, 1034; 


42 of 1956. 

20 of 1947, 
42 of 1056. 


2 of 1934, 
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(d) two other members, 
to be appointed by the Central Government. 

(2) The general superintendence, direction and management of the 
affairs of the Board shall vest in a Boaid of members, which may exercise 
all powei and da all a cl ’ and things which may be exercised or done by 
the Board. 

(3) Save as otherwise determined by regulations, the Chairman shall 
also have powers of general superintendence and direction of the affairs 
of the Board and may also exercise all powers and do all acts and things 
which may be exercised or done by that Board. 

(4) The Chairman and members referred to in clauses (a) and (d) 
of sub-section (I) shall be appointed by the Central Government and 
the members referred to in clauses fbl and (c) of that sub-section shall 
be nominated by the Central Government and the Reserve Bank of India 
respectively. 

(5) The Chairman and the other members referred to in clauses (a) 
and (d) of sub-section (1) shall be persons of ability, integrity and standing 
who have shown capacity in dealing with problems relating to securities 
market or have special knowledge or experience of law. finance, econo¬ 
mics, accountancy, administration or in any other discipline which, in 
the opinion of the Central Government, shall be useful to the Board. 

5. (1) The term of office and other conditions of service of the Chair¬ 
man and the members referred +o in clause Cd) of sub-section ( 1) of 
section 4 shall he snch as may be prescribed- 

(2) Notwithstanding anything contained m sub-section (I), the 
Central Government shall have the right to terminate the services of 
the Chairman or a member appointed under clause ( d) of sub-section 
(1) of section 4, at any time hofnr e the expiry of the period prescribed 
under sub-section (4), by giving him notice of not less than three months 
in writing or three months’ salary nn d allowances in lieu thereof, and the 
Chairman or a member, as thp case mav be. shall also have the right to 
relinquish his office, at any time before the expiry of the period prescri¬ 
bed under sub-section (1), by giving to the Central Government notice 
of not less than three monlhs in writing. 

6. (1) The Central Government shall remove a member from office 
if'he— 


(a) is, or at any time has been, adjudicated as insolvent; 

(h) is of unsound mind and stands so declared by a competent 
court; 

(c) has been convicted of an offence which, in the opinion of 
the Central Government, involves a moral turpitude; 

( d ) is appointed as a director of a company; 

(e) has, in the opinion of the Central Government, so abused his 
position as to render his continuation in office detrimental to the 
public interest: 


Term of 
office and 
conditions 
of service 
of Chair¬ 
man and 
members 
of the 
Board, 


Removal of 
member 
from office. 



Meetings. 


Vacancies 
etc., not to 
invalidate 
proceed¬ 
ings of 
Board. 


Officers 
and em¬ 
ployees 
of tlie 
Board, 


Transfer 
of assets, 
liabilities, 
etc., of 
existing 
Securities 
and 

Exchange 
Board 
to the 
Board. 
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Provided thal no member shall be removed under this clause unless 
he lias been given a reasonable opportunity of being heard in the matter. 

7. (I) The 3oard shall meet at such times and places, and shall observe such 
rules of procedure in regard to the transaction of business at its meetings 
(including quorum at such meetings) as may be provided by regulations. 

(2) The Chairman or, if for any reason, he is unable to attend a meeting 
ot the Board, any other member chosen by the members present from amongst 
themselves at the meeting shall preside at the meeting. 

(3) All questions which come up before any meeting of the Board shall 
be decided by a majority votes of the members present and voting, and, in the 
event of an equality of votes, the Chairman, or in his absence, the person 
presiding, shall have a second or casting vo’e. 

8. No act or proceeding of the Board shall be invalid merely by reason of— 

(a) any vacancy in, or any defect in the constitution of, the Board; 
or 

(b) any defect in the appointment of a person acting as a member 
of the Board; or 

(c) any irregularity in the procedure of the Board not affecting the 
merits of the case. 

9. (1) The Board may appoint such other officers and employees as it 
considers necessary for the efficient discharge of its functions under this 
Act. 

(2) The term and other conditions of service of officers and employees of 
the Board appointed under sub-section (1) shall be such as may be 
determined by regulations. 


CHAPTER m 

Transfer of assets, liarjlitifs, etc., of the existing Sectjrtttfs and 
Exchange Board to the Board 

10. (I) On and from the date of establishment of the Board,— 

(a) any reference to the existing Securities and Exchange Board in 
any law other than this Act or in any contract or other instrument shall 
he deemed as a reference to the Board; 

(b) all properties and assets, movable and immovable, of, or belong¬ 
ing to, the existing Securities and Exchange Board, shall vest in the 
Board; 

(c) all rights and liabilities of the existing Securities and Exchange 
Board shall be transferred to, and be the rights and liabilities of, the 
Board; 

(d) without prejudice to the provisions of clause (r), all debts, obli¬ 
gations and liabilities incurred, all contracts entered into and all mnlters 
and things engaged to be done by, with or for the existing Securities and 
Exchange Board immediately before that date, for or in connection with 
the purpose of the said existing Board shall he deemed to have been 
i’wurred, entered into, or engaged to he done by, with or, for, the 
Board; 
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( e ) all sums of money due to the existing Securities and Exchange 
Board immediately before that date shall be deemed to be due to the Board; 

(/) all suits and other legal proceedings instituted or which could 
have been instituted by or against the existing Securities and Exchange 
Board immediately before that date may be continued or may be instituted 
by or against the Board; and 

(g) every employee holding any office under the existing Securities 
and Exchange Board immediately before that date shall hold his office 
in the Board by the same tenure and upon the same terms and conditions 
of service as respects remuneration, leave, provident fund, retirement and 
other terminal benefits as he would have held such office if the Board 
had not been established and shall continue to do so as an employee of 
the Board or until the expirv of the period of six months from that date 
if such employee opts not to be the employee of the Board within such 
period. 

(2) Notwithstanding anvthing contained in the Industrial Disputes Act, 
1947, or In any other law for the time being in force, absorption of any 
employee by the Board in its regular service under this section shall not 
entitle such employee to any compensation under that Act or other 
law and no such claim shall be entertained by any court, tribunal or 
other authority. 


CHAPTER IV 

Powers and functions of tiif Board 

11. (1) Subject to the provisions of this Act. jt shall be the duty of the 
Board to protect the interests of investors in securities and to promote the de¬ 
velopment of, and to regulate ffi ' securities market. by sucb measures as it 
thinks fit. 

(2) Without prejudice to the generality of the foregoing provisions, the 
measures referred to therern may provide for— 

(u) regulating the business in stock exchanges and any other 
securities markets; 

( b ) registering and regulating the working of stock brokers sub- 
brokers, share transfer agents, bankers to an issue, trustees of trust deeds, 
registrars to an ksue, merchant bankers, underwriters, portfolio managers, 
investment advisers and such other intermediaries who may be associated 
with securities markets in aniy manner; 

fc) registering and regulating the working of collective investment 
schemes, including mutual funds: 

(d) promoting and regulating self-regulatorv organisations; 

fed prohibiting fraudulent and unfair trade practices relating to 
securities markets; 

(f) promoting investors’ education and training of intermediaries of 
securities markets; 

fe) prob'Fiitinc insider tradm" in securities: 


Functions 
of Board. 



Registra¬ 
tion of 
stock¬ 
brokers, 
snb- 
brokcrs, 
share 
transfer 
agents, 
etc. 


Grants 

by the 

Central 

Govern¬ 

ment. 
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(h) regulating substantial acquisition of shares and take-over of 
companies; 

(0 calling for information from, undertaking inspection, conducting 
inquiries and audits of the stock exchanges and intermediaries and self- 
regulatory organisations in the securities market; 

(/) performing such functions and exercising such powers under the 
provisions of the Capital Issues (Control) Act, 1947 and the Securities 29 of 1947. 

Contracts (Regulation) Act, 1956, as may be delegated to it by the Central 42 of 1956 

Government: 

(k) levying fees or other charges for carrying out the purposes of 
this section; 

( l) conducting research for the above purposes,- 

( m) performing such other functions as may be prescribed, 

CHAPTER V 
Registration Certificate 

12. ( 1 ) No stock-broker, sub-broker, share transfer agent, banker to an 
issue, trustee of firust deed, registrar to an issue merchant banker, underwriter, 
portfolio manager, investment adviser and such other intermediary who may be 
associated with securities market shall buy, sell or deal in securities except 
under, and in accordance with, the conditions of a certificate of registration 
obtained from the Board in accordance with the rules made under this 
Act: 

Provided that a person buying or selling securities or otherwise dealing with 
the securities market as a stock-broker, sub-broker, share transfer agent, banker 
to an issue, trustee of trust deed, registrar to an issue, merchant banker, 
underwriter, portfolio manager, investment adviser • ’ I such other internvxliarv 
who may be associated with securities market immediately before the establish¬ 
ment of the Board for which no registration certificate was necessary prior to 
such establishment, may continue to do so for a period of three months from 
such establishment or, if he has made an application for such registration within 
tihe said period of three months, ti'l the disposal of such application.' 

(2) Every application for registration shall be in such manner and on 
payment of such fees as nnv be determined by regulations. 

(3) The Board may. bv order, suspend nr cancel a certificate of regis¬ 
tration in such manner as may be determined by regulations : 

Provided that no order under this sub-section shall be made unless the 
person concerned has been given a reasonable opportunity of being heard. 

CHAPTER VT 

Finance, accounts and mt>tt 

13, The Central Government may. after due appropriation made bv 
Parliament bv law in this behalf, make to the Board grants of such sums 
of money as that Government mnv think fit for being ntilised for the 
purposes of this Act. 
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14. (7) There shall be constituted a Fund to be called the Securities and 
Exchange Board of India General Fund and there shall be credited thereto— 

(a) all grants, fees and charges received by the Board under this 
Act; and 

(b) all sums received by the Board from such other sources as may 
be decided upon by the Central Government. 

(2) The Fund shall be applied for meeting— 

(a) the salaries, allowances and other remuneration of the members, 
officers and other employees of the Board; 

(b) the expenses of the Board in the discharge of its functions under 
section 11, 

(c) the expenses on objects and for purposes authorised by this 

Act. 

15- (1) The Board shall maintain proper accounts and other relevant records 
and prepare an annual statement of accounts in such form as may be prescribed 
by the Central Government in consultation with the Comptroller and Auditor- 
General of India. 

(2) The accounts of the Board shall be audited by the Comptroller and 
Auditor-General of India at such intervals as may be specified by him and any 
expenditure incurred in connection with such audit shall be payable by the 
Board to the Comptroller and Auditor-General of India. 

(3) The Comptroller and Auditor-General of India and any other person 
appointed by him in connection with the audit of the accounts of the Board 
shall have the same rights and privileges and authority in connection with such 
audit as the Comptroller and Auditor-General generally has in connection with 
the audit of the Government accounts and, in particular, shall have the right 
to demand the production of books, accounts, connected vouchers and other 
documents and papers and to inspect any of the offices of the Board. 

(4) The accounts of the Board as certified by the Comptroller and Auditor- 
General of India or any other person appointed by him in this behalf together 
with the audit report thereon shall be forwarded annually to the Central 
Government and that Government shall cause the same to be laid before each 
blouse of Parliament. 


CHAPTER VII 
Miscellaneous 

16. (1) Without prejudice to the foregoing provisions of this Act, 
the Board shall, in exercise of its powers or the performance of its 
functions under this Act, be bound by such directions on ques¬ 
tions of policy as the Central Government may give in writing to it from 
time to time; 

Provided that the Board shall, as far as practicable, be given an op¬ 
portunity to express its views before any direction is given under this 
sub-section. 

(2) The decision of the Central Government whether a question la 
one of policy or not shall be final. 
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17. (2) If at any time the Central Government is of opinion— 

(a) that on account of grave emergency, the Board is unable to 
discharge the functions and duties imposed on it by or under the 
provisions of this Act; or 

(b) that the Board hag persistently made default in complying 
with any direction issued by the Central Government under this 
Act or in the discharge of the functions and duties imposed 
on it by or under the provisions of this Act and as a result of 
such default the financial position of th e Board or the administra¬ 
tion of the Board has deteriorated; or 

(c) that circumstances exist which render it necessary in the 
public interest so to do, 

the Central Government may, by notification, supersede the Board for 
such period, not exceeding six months, as may be specified in the noti¬ 
fication. 

(2) Upon the publication of a notification under sub-section (I) 
superseding the Board,— 

(a) all the members shall, as from the date of supersession, va¬ 
cate their offices as such; 

( b ) all the powers, functions and duties which may, by or under 
the provisions of this Act, be exercised or discharged by or on 
behalf of the Board, shall until the Board is reconstituted under 
sub-section (5), be exercised and discharged by such person or 
persons as the Central Government may direct; and 

(c) all property owned or controlled by the Board shall, until 
the Board is reconstituted under sub-section (3), vest in the Central 
Government. 

(3) On the expiration of the period of supersession specified in the 
notification issued under sub-section (1), the Central Government may 
reconstitute the Board by a fresh appointment and in such case any 
person or persons who vacated their offices under clause (a) of sub-section 
(2), shall not be deemed disqualified for appointment: 

Provided that the Central Government may, at any time, before the 
expiration of the period of supersession, take action under this sub¬ 
section . 

(4) The Central Government shall cause a notification issued under 
sub-section (1) and a full report of any action taken under this section 
and the circumstances leading to such action to be laid before each 
House of Parliament at the earliest. 

1'8. (1) The Board shall furnish to the Central Government at such 
time and in such form and manner a s may be prescribed or as the 
Central Government may direct, such returns and statements and such 
particulars in regard to any proposed or existing programme for the 
promotion and development of the securities market, as the Central 
Government may, from time to time, require. 
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(2) Without prejudice to the provisions of sub-section (J), the Board 
shall within sixty days after the end of each financial year, submit to the 
Central Government a report in such form, as may be prescribed, giving a 
true and full account of its activities, policy and programmes during the 
previous financial year. 

(3) A copy of the report received under sub-section (2) shall be laid, as 
soon as may be after it is received, before each House of Parliament. 

19. The Board may, by general or special order in writing delegate to 

any member, officer of the Board or any other person subject to such condi¬ 

tions, if any, as may be specified in the order, such of its powers and func¬ 
tions under this Act (except the powers under section 29) as it may deem 
necessary, 

20. (1) Any person aggrieved by an order of the Board made under this 
Act, or the rules or regulations made thereunder may prefer an appeal to 
the Central Government within such time as may be prescribed. 

(2) No appeal shall be admitted if it is preferred after the expiry of the 
period prescribed therefor; 

Provided that an appeal may be admitted after the expiry of the period 
prescribed therefore if the appellant satisfies the Central Government that he 
had sufficient cause for not preferring the appeal within the prescribed period. 

(3) Hvcry appeal made under this section shall be made in such form and 

shall be accompanied by a copy of the order appealed against and by such 
fees as may be prescribed. 

(4) The procedure for disposing of an appeal shall be such as may be 
prescribed: 

Provided that before disposing of an appeal, the appellant shall be given 
a reasonable opportunity of being heard. 

21. Nothing in this Act shall exempt any person front any suit or other 
proceedings which might, apart from this Act, be brought against him. 

22. All members, officers and other employees of lihe Board shall be 
deemed, when acting or purporting to act in pursuance of any of the provi¬ 
sions of this Act, to be public servants within the meaning of section 21 of 
the Indian Penal Code. 


23. No suit, prosecution or other legal proceedings shall lie against the 
Central Government or any officer of the Central Government or any member, 
officer or other employee of the Board for anything which is in good faith 
done or intended to be done under this Act or the rules or regulations rm.de 
thereunder. 

24, Whoever contravenes or attempts to contravene or ab Is the contra¬ 
vention of the provisions of this Act or uf any rules or regulations made 
thereunder, shall be punishable with imprisonment for a term which may 
extend to one year, or with fine, or with both. 
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25. Notwithstanding anything contained in the Wealth-tax Act, i 957, the 27 of 1957. 
Income-tax Act, 1961 or any other enactment for the time being in force **3 of 1961. 
relating to tax on wealth, income, profits or gains— 

(a) the Board; 

(b) the existing Securities and Exchange Board from the dale of 

ita constitution to the dat e of establishment of the Board, 

shall not be liable to pay wealth-tax, income-tax or any other tax in respect 
of their wealth, income, profits or gains derived. 

26. (1) No court shall take cognizance of any Offence punishable under 
this Act or any rules or regulations made thereunder, save on a complaint 
made by the Board with the previous sanction of the Central Government. 

(2) No court inferior to that of a Metropolitan Magistrate or a Judicial 
Magistrate of the first class shall try any olfence punishable under this Act. 

27. (1) Where an offence under this Act has been committed by a com¬ 
pany, every person who at the time the offence was committed was in charge: 
of, and was responsible to, the company for the conduct of the business of 
the company, as well as the company, shall be deemed to be guilty of the 
offence and shall be liable to be proceeded against and punished accordingly: 

Piovided that nothing contained in this sub-seemm shall render any such 
person liable to any punishment provided in this Act, if he proves that the 
offence was committed without his knowledge or that lie had exercised all 
due diligence to prevent the commission of such offence. 

(2) Notwithstanding anything contained in sub-section (1), where an 
offence under this Act has been committed by a company and it is proved 
that the offence has been committed with the consent or connivance oi, or is 
attributable to any neglect on the part of, any director, manager, secretary 
or other officer of the company, such director, manager, secretary or other 
officer shall also be deemed t 0 be guilty 0 f the offence and shall be liable 
to be proceeded against and punished accordingly. 

Explanation. —For the purposes of this section,—- 

(a) "company” means any body corporate and includes a firm or 

other association of individuals; and 

(b) “director”, in relation to a firm, means a partner in the firm. 

28. If the Central Government is of the opinion 1h.it it is necessary or 
expedient so to do in public interest, it may, by order published in the 
Official Gazette, exempt any person or class of persons buying or selling 
securities or otherwise with the securities market from the operation 
of the provisions of sub-section (1) of section 12. 

29, (1) The Central Government may, by notification, make rules for 
carrying out the purposes of this Act. 

(2) In pi.rticulai, and without prejudice to the generality of the foregoing 
power, such rules may provide for all or any of the following mutters, 
namely:— 

( a) the term of office and other conditions of service of the Chair¬ 
man and the members under sub-section (I) of section 5; 
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(b) the additional .functions that may be performed by the Board 
under section 11, 

(c) the conditions subject to which registration certificate is lo he 
issued under sub-section (1) of section 12; 

(c 7 ' ihe manner in which the accounts of the Board shall be main- 
tainod under section 15; 

(e) the form and the manner in which returns and report to be 
made to the Central Government under section 18; 

if) any other matter which is to be, or may be, prescribed, or m 
respect of which piovisjon is to be, or may be, made tv rules, 


30. (1) The Board may. with the previous approval of fh* Central Gov¬ 
ernment, by notification, make regulations consistent with tin.-. Act and the 
rules made thereunder to carry out the purposes of this Act, 


Power to 
make 

regulation*. 


(2) In particular, and without prejudice to the general! v of the fore¬ 
going power, such regulations may provide for all or any of the following 
matters, namely:— 


(«) the times and places of meetings of the Board and the procedure 
to b" followed at such meetings under sub-section (?) of section 7 in¬ 
cluding quorum necessary for the transaction of business; 

(/>) the term and other conditions of service of officers and emplo¬ 
yees of the Board under sub-section (2) of section d - 

(c) the amount of fee to be paid for registration certificate and man¬ 
ner of suspension or cancellation of Registration certificate under sub¬ 
sections (2) and (3) of section 12. 


31. Every rule and every regulation made under tins Act shall be laid, 
as soon as may be after it is made, before each House of Parliament, while 
it is in session, for a total period of thirty days which may be comprised in 
one session or in two or more successive sessions, and if. before the expiry 
of the session immedhilelv following Ihe session or the successive sessions 
aforesaid, both Houses agree in making any modification in ihe ru'c or regu¬ 
lation or both Houses agree that the rule or regulation should not be made, 
the rule or regulation dull thereafter have effect only in such modified form 
or be of no effect, as the case may be; so, however, that anv such modifica¬ 
tion or annulment shall be without prejudice to the validity of anything pre¬ 
viously done under that rule or regulation. 
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32. The provisions of this Act shall be in addition to, and not in dero¬ 
gation of, the provisions of any other law for the time being in force. 
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33. The enactments specified in Parts I and TI of the Schedule to this 
Act shall be amended in the manner specified therein and such amendments 
shall take effect on the date of establishment of the Board. 
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34. (1) If any difficulty arises in giving effect to the provisions of tins 
Act, the Central Government may, by order, published in the Official Gazette, 
make such provisions not inconsistent with the provisions of this Act as may 
appear to be necessary for removing the difficulty: 

Provided that no order shall be made under this section after ihe expiry 
of five years from the commencement of this Act. 

(2) Every order made under this section shall be laid, as soon as may 
be after it is made, before each House of Parliament. 

35. (1) The Securities and Exchange Board of India Ordinance, 1992, ord. 5 of 

how hereby repealed. 1992. 

(2) Notwithstanding such repeal, anything done or any action taken under 
the said Ordinance, shall be deemed to have been done or taken under the 
corresponding provisions of this Act. 
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THE SCHEDULE 
(See section 33) 

Amendment of certain enactments 
PART I 

Amendments to the Capital Issues (Control) Act, 1947 
(29 of 1947) 

In section 10, for “to that Government” substitute “to that Government or 
the Securities and Exchange Board of India”. 

PART II 

Amendments to the Securities Contracts (Regulation) Act, 1956 

(42 of 1956) 

1. Section 2, in clause (ft), for sub-clausc (ii ), substitute the following:— 
“(ft) Government securities; 

(tin) such other instruments as may be declared by the Central 
Government to be securities; and”. 

2- Section 6,— 

(i) in sub-section (1), for “Central Government’’, substitute “Secu¬ 
rities and Exchange Board of India”; 

(ii) in sub-section (2), for “by the Central Government”, substitute 
"by the Securities and Exchange Board of Tndia”; 

(Hi) in sub-section (3), for “Central Government” wherever it occurs, 
substitute “Securities and Exchange Board of India”; 

3. Section 9, for “Central Government” wherever it occurs, substitute 
“Securities and Exchange Board of India”; 

4. Section 10, for “Central Government” wherever it occurs, substitute 
' Securities and Exchange Board of India”; 

5. Section 17, in sub-section (1), for “licence granted by the Central 

Government”, substitute “licence granted by the Securities and Exchange 
Board of India”; i i 

6. Section 21, for “Central Government”, substitute “Securities and Ex¬ 
change Board of India”; 

7. Section 22A, in sub-section (3), for clause (ft), substitute the follow¬ 
ing:— 

“(ft) that the transfer of the securities is in contravention of any 
law or rules made thereunder or any administrative instructions or condi¬ 
tions of listing agreement laid down in pursuance of such laws or rules, , 

8. In sub-section (2) of section 23, for “Central Government under 
section 21 or section 22”, substitute “Securities and Exchange Board of 
Tndia under section 21 or the Central Government under section 22”; 

9. After section 29, insert the following: — 

“29A. The Central Government may, by order published in the 
Official Gazette, direct that the powers exercisable by it under any 
provision of this Act shall, in relation to such matters and subject to 
such conditions, if any as may be specified in the order, be exercisable 
also by the Securities and Exchange Board of India.”, 


Power to 
delegate. 
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STATEMENT OF OBJECTS AND REASONS 

Securities and Exchange Board of India (SEBl) was established in 
1988 through a Government Resolution to promote orderly and healthy 
growth of the securities market and for investors’ protection. SEBI has 
been monitoring the activities of stock exchanges, mutual funds and 
merchant bankers, etc., to achieve these goals. 

The capital market has witnessed tremendous growth in recent limes, 
characterised particularly by the increasing participation of the public. 
Investors’ confidence in the capital market can be sustained largely by 
ensuring investors’ protection. With this end in view, Government decided 
to vest SEBI immediately with statutory powers required Lo deal effective¬ 
ly with all matters relating to capital market. As Parliament was not in 
session, and there was an urgent need to instil a sense of confidence in the 
public in the growth and stability of the capital market. th e President 
promulgated the Securities and Exchange Board of India Ordinance, 1992 
(No. 5 of 1992) on the 30th January, 1992. 

3. The Bill seeks to replace the aforesaid Ordinance. 


New Delhi; MANMOHAN SINGH. 

The 24 Ih February, 1992. 


PRESIDENT’S RECOMMENDATION UNDER ARTICLES 117 AND 274 
OF THE CONSTITUTION OF INDIA 

[Copy of letter No. l(44)/SE/86, dated the 35th February, 1992 from 
Dr. Manmohan Singh, Minister of Finance to the Secretary-General, Lok 
Saibha.] 

The President having been informed of the subject matter of the 
proposed Bill to provide for the establishment of a Board to protect the 
interests of investors in securities and to promote the development of, 
and to regulate the securities market and for matters connected therewith 
or incidental thereto, recommends under Clause (1) of article 117 and 
article 274 of the Constitution for introduction and under Clause (3) of 
article 117 thereof for consideration, of the above Bill in Lok Saibha. 
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Notes on clauses 

iClause 2 seeks to define certain words and expressions used in the 

Bin. 


Clause 3 provides for the establishment of a body corporate by the 
name of Securities and Exchange Board of India with head quarters at 
Bombay. 

Cause 4 provides for the constitution of the Board of members con¬ 
sisting of a Chairman, two whole-time members t 0 be appointed by the 
Central Government and two members to be nominated by the Central 
Government and one member by the Reserve Bank of India. 

Clause 5 makes provisions relating to the term of office and other 
conditions of service of the Chairman and members appointed by the 
Central Government. 

Clause 6 provides for the contingencies in which the Central Govern¬ 
ment may remove a member from office. 

Clause 7 makes provisions regarding meetings of the Board. 

Clause 8 lays down that any vacancy or defect or irregularity in the 
constitution of the Board shall not invalidate proceedings of the Board. 

Clause 9 provides for the appointment of officers and employees of 
the Board and the terms and conditions of their service. 

Clause 10 provides for transfer of assets and liabilities of the 
existing Securities and Exchange Board to the Board. It further provides 
for the transfer of employees of the existing Securities and Exchange 
Board to the Board. 

Clause 11 provides for the powers and functions of the Board with a 
view to protect the interest of investors in securities and to promote the 
development of and io regulate the securities market. 

Clause 12 provides for the Board to register stock brokers, sub-brokers, 
share transfer agents and other intermediaries associated with securities 
market with the exceptions that the existing stock brokers, sub-brokers, 
etc., may buy, sell or otherwise deal with the securities market without 
registration for a period of three months from the dat e of establishment 
of the Board. 

Clause 13 provides for making of grants by the Central Government to 
the Board to be utilised for the purposes of the Bill. 

Clause 14 provides for the constitution of the Security and Exchange 
Board of India General Fund, It further provides that th e grants, fees, 
charges and other sums received by the Board should be credited thereto 
and all its payments should be made therefrom. 
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Clause 15 provides for usual provisions regarding maintenance of 
proper accounts and other relevant records by the Board as may be 
prescribed by the Central Government. The accounts of the Board should 
be audited and certified by the Comptroller and Auditor-General of 
India which would be laid before the Parliament by the Central 
Government. 

Clause 16 confers on the Central Government the power to issue 
directions to the Board. 

Clause 17 confers on the Central Government the power to supersede 
the Board. The Central Government through a notification can super¬ 
sede the Board for a period, not exceeding 8 months if iL is statisfied that 
on account of grave emergency, the Board is unable to discharge its 
duties or that the Board has persistently made defaults in complying 
with the directions of the Central Government. 

Clause 18 provides for the Central Government to call for returns 
and statements from the Board in regard to matters provided for in the 
BiU. 


Clause 19 provides for the delegations of certain powers of the 
Board. 

Clause 20 provides for a person aggrieved by an order made by the 
Board to appeal to the Central Government. 

Clause 21 saves the suit or proceedings which might be brought 
against any person under any other law. 

Clause 22 specifies that the members, officers and other employees 
of the Board shall be deemed to be public servants. 

Clause 23 provides for usual provision relating to the protection of 
action taken in good faith. 

Clause 24 provides for penalty for contravention of the provisions 
of the Bill or any rules or regulations made thereunder. 

Clause 25 provides the Board with exemptions from tax on wealth 
and Income. 

Clause 26 lays down that a court should take cognizance of offences 
punishable under the provisions of the Bill or any rules or regulations 
made thereunder on a complaint made by the Board wilh the previous 
sanction of the Central Government. 

Clause 27 provides that any offence committed by a company and 
punishable under the Bill would cover the persons in charge of company. 

Clause 28 confers on the Central Government in public interest, the 
power to exempt any person dealing with securities market from the 
operation of the provisions of sub-clause (7) of clause 12 of the Bill. 

Clause 29 confers on the Central Government the power to make 
rules fof carrying out the provisions of the Bill. 
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Clause 30 empowers the Board to make regulations with the previous 
approval of the Central Government consistent with the Bill. 

Clause• 31 lays down that the rules and regulations made under the 
Bill would be laid before the Parliament. 

Clause 32 provides that the provisions of the Bill are not in deroga¬ 
tion of the provisions of any other law for the time being in force. 

Clause 33 provides for amendments of enactments specified i* the 
Schedule. 

Clause 34 seeks to empower the Central Government to remove any 
difficulty which may arise in giving effect to the provisions of the Bill. 

Clause 35 of the Bill seeks to repeal Lhe Securities and Exchange 
Board of India Ordinance, 1992 and save actions taken thereunder as if 
taken under the corresponding provisions of the Bill. 
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FINANCIAL MEMORANDUM 

Clause 13 of Lhe Bill contains a provision under which the Central 
Government may make grants to the Board as may be deemed necessary. 
Grants will be made after due appropriation made by Parliament by law 
in this behalf. It is not possible at thi s stage to visualise the nature and 
quantum of expenditure which may be involved in the cteaLion and 
operation of the Fund. 
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MEMORANDUM REGARDING DELEGATED LEGISLATION 

/ ' 

Clause 29 of the Bill 'empowers the Central Government to make rules 
regarding:— 

(i) the term ot office and other conditions of service of the Chairman 
and the members under sub-clause (1) of clause 5; 

fit) the additional functions that may be performed by the Board 
under clause 11; 

(iil) the conditions suhjert to which registration certificate is to be 
issued under sub-clause (1) of clause 12: 

(iv) the manner rn which the accounts of the Board shall be main¬ 
tained under clause 15; 

(v) the form and the manner in which returns and report are to be 
made to the Centra! Government under clause 18; 

(/i) any other matter which is to be, or may be, prescribed or in 
respect of which provision is to he made by rules. 

2. Clause 30 empowers the Board, with the prior approval of the Central 
Government, to make regulations regarding:— 

(i) the times and places of meetings of the Board and the proce¬ 
dure to be followed at such meetings under sub-clause (1) of clause 7 
including quorum necessary for the transaction of business; 

(ii) the terms and other conditions of service of officers and emplo¬ 
yees of the Board under sub-clause (2) of clause 9; 

(iii) the amount of fee to be paid for registration certificate and 
manner of suspension or cancellation of registration certificate under 
sub-clauses (2) and (3) of clause 12. 

3. The matter with respect to which rules or regulations may be made 
under the aforesaid provisions are matters of procedure and detail. The dele¬ 
gation of legislative power contained in such provisions is, therefore, of a 
normal character. 
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MEMORANDUM EXPLAINING THE MODIFICATIONS CONTAINED IN 
THE BTLL TO REPLACE THE SECURITIES AND EXCHANGE BOARD 
OF INDIA ORDINANCE, 1992 

The Securities and Exchange Board of India Bill, 1992 which seeks to 
repeal and replace the Securities and Fxchangc Board of India Ordinance, 
3992 proposes to make certain modifications of drafting natur# in tul>cla.use 
(2) of clause 2, sub-clauses (2) and (3) of clause 7 and sub-clause 
(2) uf clause 27. The modifications are darilicatory in nature. 


C. K. JAIN, 
Secretary-General. 


Tit BY im: K1 '-N.\G’7 r G ' EM’i\ MINK) UOMJ, NEW DELHI 

AND PUBIISni-.n BY THE COMROlMH OF PUBI1CA I IONS, DELHI, 1992. 




